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Venezuelan Finance Minister Manuel Azpurua announced March 4 that the recently concluded
renegotiation of the country's public foreign debt will become effective in the second quarter of the
year. The new debt rescheduling agreement contains reductions in principal payments from 1987
to 1989, relative to amounts stipulated in the previous agreement of Feb. 26, 1986. Thus, payments
were reduced from $1.048 billion, $1.188 billion and $1.1 billion to $250 million, $400 million and
$700 million, respectively. The nearly $2 billion difference between the previously scheduled
principal payments and the new payment schedule will come due in the 1990-1999 period. Next,
the Venezuelan negotiating team apparently convinced the committee representing some 460
foreign bank creditors to reduce the spread (premium charged by the banks to handle the loans over
prevailing interest rates) from 1.125% to 0.875%.
The spread reduction will result in a savings of $50 million in 1987 alone. In February 1986,
Venezuela refinanced $21.2 billion of its debt held by foreign commercial banks. Terms for payment
were 12-1/2 years, at a total interest rate of 1.125% above the LIBOR (London inter-bank lending
rate). This agreement obligated Venezuela to make payments totaling about $5 billion in principal
and interest during the 1986-1990 period. Beginning in March Caracas initiated requests for another
rescheduling. The first proposals consisted of a repayment period extension to 15 years, a three-year
grace period on principal payments, a reduction in the spread to less than one percent above the
LIBOR (London inter-bank lending rate), and a clause linking debt service payments to world oil
market prices.
The major justification for these requests was an expected $5 billion decline in 1986 oil export
revenues. In fact, Venezuelan foreign currency reserves dropped by over $3.7 billion in 1986.
In the course of the lengthy negotiations, it became clear the bank committee would under no
circumstances approve the three-year grace period on principal payments and linking service
payments to world market oil prices. Eventually the bankers agreed to reduce principal payments
and reduce the spread.
The Venezuelan team relinquished its original proposals after receiving a commitment by the
banks to provide fresh monies to be invested in national economic recovery. When President Jaime
Lusinchi formally announced the conclusion of the negotiations to the national congress, he said
economic development was not possible unless contractual obligations were honored, and that
"satisfactory, exceptional" conditions had been obtained in the new rescheduling agreement with
foreign bank creditors.
In contrast, the major political opposition party and the Venezuelan Workers Confederation (CTV)
were not so sanguine about the Lusinchi administration's handling of the foreign debt. Eduardo
Fernandez, Social Christian (COPEI) party general secretary, said the government had succeeded
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in saddling the next presidential administration with the bulk of debt payments. He complained
that the administration "as usual placed technical and financial objectives above political and
social needs." COPEI's presidential candidate said the government had subordinated Venezuelan
development interests to those of foreign banks.
The CTV released a communique stating the government "should not commit domestic
development resources to pay the foreign debt." The communique pointed out that the US is
threatening to impose a tax on imported oil. Depending on the source, total Venezuelan foreign debt
is estimated at between $35.88 billion and $32 billion. Of the total, public sector debt accounts for
between $25.3 billion and $21 billion. Since 1984 Caracas has paid out over $5 billion in interest alone
on the foreign debt. (Basic data from back issues of Chronicle, PRENSA LATINA, 03/04/87)
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